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FIVE YEAR SUMMARY 


Net Profit 
Dividends 


Earnings per Common Share* 
(based on average number of 
shares outstanding) 


Current Assets 

Current Liabilities 
Ratio 

Property & Plants (net) 
Long Term Debt 
Shareholders’ Equity 


No. of Common Shares 
outstanding August 31st 


1968 


$1,040,400 
250,100 
77¢ 


7,941,800 
1,314,900 

6.0-1 
3,442,000 
4,213,000 
6,464,500 


1,478,610 


“Adjusted to reflect the five for one split 


1967 


$ 627,400 
164,500 
60¢ 


3,942,100 
1,632,700 

2.4-1 
2,972,400 
2,323,000 
3,461,300 


206,980 


DIRECTORS’ 


REPORT 
TO THE 
SHAREHOLDERS 
1966 1965 1964 
$ 413,900 $ 252,200 $ 210,300 
211,100 162,200 97,500 
40¢ 28¢ 24¢ 
3,582,300 SHOW AS WS) 8) 3,966,000 
1,556,500 678,200 1,341,000 
2.3-1 5.3-1 3.0-1 
2,420,900 1,635,900 1,468,400 
1,898,000 2,005,500 2,101,500 
2,958,300 2,891,400 2145; 700 
204,730 149,021 100,000 


Directors’ report to the shareholders 


Your directors submit herewith the Fortieth Annual Report of the Company covering its operations during the fiscal year 
ended August 31, 1968. Your Company has just completed its best year on record in terms of net profits. As previously 
announced, major changes were made in the corporate structure and giant steps taken in our new expansion programme. 
We will review in detail these results and the changes made. 


OPERATING RESULTS 


Sales and Net Profit —an impressive increase of 20% in our sales to the domestic market as compared to an estimated 
7% for the industry as a whole, has justified a reassessment of the allotments of whisky for export in order to protect our 
ever increasing domestic sales. We are rapidly building up inventories which will soon be sufficient to satisfy all demands. 
Despite these adjustments, sales and other revenues (exclusive of Excise and Sales taxes) reached $6,170,200, an in- 
crease of $300,000 over the preceding year. 


Net profit for the year — including the profit on the sale of our investment in Glen Distillers, Ltd., increased by more than 
65% at $1,040,300 (77¢ per common share) as compared to $627,400 in 1967 (60¢ per common share). Based on these 
results, your directors felt justified to increase the dividends by 50% during the year, from 04¢ to O5¢ quarterly for the 
quarter ended August 31st, and to O6¢ quarterly for the current quarter. As previously announced, shareholders of record 
November 4th, will receive 06¢ per share on November 30th. 


The sale of our investment in Glen Distillers, Limited, is explained by a change in our export policy; export sales will hence- 
forth be made directly to our customers. 


Marketing — we have experienced our best year in Canada, despite the prolonged strike of the employees of one of our 
large customers (Q.L.B.). 


With the introduction of two new brands (Melchers Canadian Whisky and Melchers Dry Gin) in 1969 and the growing 
popularity of our products, we expect the current year to surpass all others on record. In addition a special effort will be 
made to establish our own brand (Melchers Canadian Whisky) in world markets. Our imported brands, Grant’s Scotch, 
Medley’s Bourbon and Piper Heidsieck champagnes will continue to increase their share of their respective market contri- 
buting additional revenues to your Company. 


Inventories — with our recent expansion in distillation and warehousing capacity, our stock of maturing whiskies has been 
substantially increased. 


EXPANSION PROGRAMME 


Your directors have approved capital expenditures in excess of $6,000,000 over the next four years to expand the distillery, 
replace and enlarge the bottling facilities and more than double the maturing warehousing capacity. It is expected that by 
August 31st, 1969, more than 75% ($4,800,000), of the programme will be completed, including the additions to the dis- 
tillery itself, a new bottling and administration building and two 20,000 barrel warehouses. 


FINANCING 


To repay previous bank loans and to provide working capital, your Company has sold during the year, Treasury shares 
(443,710 common shares after conversion) for a total consideration of $2,212,900. 


Funds for the expansion programme and for the redemption of the two outstanding bond issues due in September 1969 will 
be provided for by a $5,000,000 Debenture issue to be acquired at par by our bankers and by a $2,500,000 four-year loan 
agreed to by a customer. The debentures will be issued in two series of $2,500,000, the first, Series A, to be dated August 
30th, 1968 and the second, Series B, August 30th 1969. Following the shareholders’ approval of By-Law XXIX last July, 


the capital stock was subdivided five for one. The authorized capital is presently 2,500,000 common shares of which 
1,478, 610 are outstanding and fully paid. 


OTHER INFORMATION AND APPRECIATION 


We are proud to report that a contributory pension plan, supplementary to the Q.P.P. and the F.P.P. was offered and ac- 
cepted by more than 98% of the eligible employees. The plan became effective September 1st, 1968 and the Company 
will underwrite the entire cost of past services. The actuarial cost of these past services is estimated at $632,000 to be 
amortized over a period not exceeding 23 years. 

It is with great pride and pleasure that we acknowledge the excellent relationship which exists between your management 
and your employees at all levels. The success achieved to date can only be regarded as a small measure of their loyalty, 
cooperation and industry. 


We also wish to thank our shareholders for their constant and unfailing support to the Management and its policies. 


Respectfully submitted, 
On behalf of the Board of Directors 


Montreal, P.Q. 


October 22nd, 1968 pe eer eae a os mre President 


Sales and other revenues 
(Excluding Excise & Sales taxes) 


Dividends from associated company 


Deduct: 


Cost of sales, selling and administrative 
expenses . Mihai Ln TE eee 


Remuneration of executive officers including 
directors’ fees Neda eee ana 


Other directors’ fees . 

Interest on bonds 

Interest on bank borrowings . 

Amortization of bond discount and expense . 
Provision for depreciation 


Provision for income taxes {Note 3) 


Income from operations . 


Profit on disposal of investment in associated company 


Net income including in 1968 profit on Staseent of investment 
in associated company Weoe sarap eaten Vaan gir 


Retained earnings at beginning of the year 


Deduct: Dividends on common shares 


Retained earnings at the end of the year . 


Net income per common share including in 1968 profit on 
disposal of investment in associated company, based on the 
average number of shares outstanding during the year — 
1968: 1,356,625 shares; 1967: 1,034,900 shares. 


The accompanying notes form an integral part of the 
financial statements. 


1968 


$6,170,243 
375,000 


6,545,243 


5,473,742 


111,254 
7,500 
117,688 
RAC 
14,328 
212,332 
42,550 


6,030,505 


514,738 


525,698 


1,040,436 
1,220,796 


2)261,232 


250,113 


$2,011,119 


77 cents 


$5,870,934 
855,000 


6,725,934 


5,512,666 


169,667 
6,000 
122,004 
84,400 
14,328 
189,386 


6,098,498 


627,436 


627,436 
757,845 


1,385,281 


164,485 


$1,220,796 


60 cents 


CURRENT 
Cash . 


Term deposits 
Due from associated companies 


Accounts receivable 


Inventory valued at the lower of cost and net realizable 


value . 


Prepaid expenses 


INVESTMENT IN ASSOCIATED COMPANIES, AT COST . 


MORTGAGE LOAN, 6%, due 1979 


FIXED 
Cost 
[IE 9a ESMe Naren eT ay oi falacnw on tara (Sia 8 oO 
Buildings . 3,065,968 
Machinery and equipment . 2,965,246 
$6,047,022 


Accumulated 
Depreciation 


$1,084,421 
1,520,560 


$2,604,981 


DEFERRED CHARGES AND OTHER ASSETS 


TRADE MARKS, FORMULAE, PATENTS AND 


On behalf of the Board: 


Paul Desruisseaux 


Sarto Marchand 


GOODWILL . 


. Director 


. Director 


1968 


Sip SO nee 
1,950,000 


827,420 


4,769,747 
42,917 


7,941,811 


307,000 


3,442,041 


336,127 


1 


$12,026,980 


$ 142,282 


153,394 
720,467 


2,883,057 
42,948 


3,942,148 


11,876 


307,000 


2,972,373 


183,614 
1 


$7,417,012 


CURRENT 
Bank loan, secured 
Accounts payable and accrued liabilities 


Deposit re production contract 


LONG TERM DEBT 


6'/4% closed first mortgage sinking fund bonds due 
September 1, 1969 


Authorized and issued . 


Purchased for sinking fund 


7% general mortgage bonds due September 15, 1969 
Bank loan (Note 1) 


DEFERRED INCOME TAXES (Note 3) . 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK (Note 4) 
Common shares, without nominal or par value 


Authorized — 2,500,000 shares 
Issued — 1,478,610 shares (1967: 206,980 shares) 


RETAINED EARNINGS 
TOTAL SHAREHOLDERS’ EQUITY . 


The accompanying notes 
form an integral part of the financial statements. 


1968 


172595950 
78,984 


1,314,934 


1,500,000 
687,000 


813,000 


900,000 
2,500,000 


4,213,000 


34,500 


4,453,427 
a5 0 I Deyn Ret 


6,464,546 


$12,026,980 


$ 970,000 
583,730 
78,984 


1,632,714 


1,500,000 
577,000 


923,000 


900,000 
500,000 


2,323,000 


2,240,502 
1,220.796 


3,461,298 


$7,417,012 


Source of funds 
From operations 


Netincome Tor the Veer ie ec ek aaa Ne SRT a ayant $ 514,738 
Amounts charged against income but not requiring outlay 
of funds: 
Depreciation Wa SWORN Cte i Seapets CNR RU Puc meer n cawretts S212;3352 
Diaterred: MOONE TAXES ri. oO NGh Mee oat CAAT MARU Ono ny Naar 34,500 
Amortization — bond discount and expense . . . ... 14,328 
— leasehold improvements . . . . . . 1:3;850 275,010 
789,748 
issue Of COMMON SHALES yi ON rea ou ee AiR a ane a PIA ae PAS 
Increase in long-term bank borrowing. . . . . . . . 2,000,000 
Disposal of investment in associated company . . . . . 533,038 
$5) 535.701 
Application of funds ee 
Net addition to:tixediassets: coe ig ae es an eae Car an $ 682,000 
Dividends OF COMMON Shares oun Coie nay oie ake sag 250/113 
Increase in deferred charges and other assets . . . . 176,156 
SWING TUDE MSTA cancers el none rareonioen ne TLL mo one DT 110,000 
INCKEASE IN WOLKING Capital i hae ce ar aGen Sia iNoccaNa ican an 4,317,442 
ja yeeve Loney cM 


The Shareholders, 
Melchers Distilleries, Limited. 


| have examined the consolidated balance sheet of Melchers Distilleries, Limited and its subsidiary 
companies as at August 31, 1968 and the consolidated statements of income and retained earnings and 
source and application of funds for the year then ended and have obtained all the information and 
explanations | have required. My examination included a general review of the accounting procedures 
and such tests of accounting records and other supporting evidence as | considered necessary in the 
circumstances. 

In my opinion, and as shown by the books of the companies, these financial statements present fairly 
the financial position of the company and its subsidiaries as at August 31, 1968 and the results of their 
Operations and the source and application of their funds for the year then ended, in accordance with 
generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


: f L.E. BOISSONNAULT, C.A., 
Montréal, Qué. of Touche, Ross, Bailey & Smart 
October 11, 1968. Chartered Accountants 


NOTES 


NOTE 1 — BORROWING ARRANGEMENTS 


In order to provide for its expected capital requirements and subject to the terms of a trust deed to be entered into, 
the Company has agreed to sell and its bankers have agreed to purchase at par $5,000,000, 8% Debentures comprising 1) 
$2,500,000 Series A Debentures to be dated August 30, 1968, repayable at the rate of $250,000 on September 1 of each 
of the years 1969 to 1972 inclusive and the balance of $1,500,000 on September 1, 1973, and 2) $2,500,000 Series B 
Debentures to be dated August 29, 1969, repayable at the rate of $250,000 on September 1 of each of the years 1970 to 
1973 inclusive and the balance of $1,500,000 on September 1, 1974. 


In consideration for the purchase of the said Debentures, the Company has undertaken to grant to the purchasers an 
option to purchase 75,000 common shares of the capital stock of the Company at $8 per share, exercisable over a period 
of five years to August 30, 1973. 


oe ene proceeds of the Series A issue are to be applied against the bank loan of $2,500,000 outstanding at August 


NOTE 2 — LOAN FROM CUSTOMER 


Under the terms of a sales agreement dated July 26, 1968 entered into with a customer covering the production and 
delivery of spirits over a four year period expected to commence September 1, 1969, the customer has agreed to advance to 
the Company a sum not exceeding $2,500,000 to assist in the financing of increased distillation facilities. The advance is 
to bear interest at the lender’s prime borrowing rate and is to be repaid over the delivery period. 


NOTE 3 — INCOME TAXES 


The 1968 provision for income taxes comprises: 


Income taxes applicable to the year’s operations $87,810 
Less: Credit arising from the application of prior years’ losses (79,760) 
Net taxes payable 8,050 
Deferred income taxes 34,500 
Charge to income $42,550 


Prior years tax losses have been completely absorbed in reducing the current year’s taxable income. Deferred income 
taxes arise from claiming capital cost allowances in excess of depreciation recorded in the accounts. 


NOTE 4 — CAPITAL STOCK 


a) Pursuant to Supplementary Letters Patent dated December 27, 1967, the authorized capital stock of the Company was 
reduced by the cancellation of 250,000 7% Cumulative Redeemable Preferred shares of the par value of $5 and the 
authorized capital of the Company was increased by the creation of 200,000 additional common shares without nominal 
or par value. 


b) A total of 86,553 common shares without nominal or par value were issued by the Company in November 1967 at $25 
per share of which 36,553 shares were issued by way of subscription rights to shareholders on the basis of one new 
share for each four shares held. The consideration received amounted to $2,163,825. 


c) Pursuant to Supplementary Letters Patent dated July 10, 1968, the 500,000 common shares without nominal or par 
value comprising the authorized capital of the Company were subdivided and converted into 2,500,000 common shares 
without nominal or par value. 


d) Common shares, equivalent to 10,945 after conversion, were issued during the year under the terms of the Executive 
Stock Option Plan for a total consideration of $49,100. At August 31, 1968, 15,055 common shares were reserved for 
issuance under the Plan. 


e) Under the terms of the borrowing arrangements referred to in note 1 the Company has undertaken to grant to the pur- 
chasers of its debentures an option to purchase 75,000 common shares of the Company at $8 per share, exercisable 
over a five year period to August 30, 1973. 


NOTE 5 — PENSION PLAN 


A Pension Plan for employees, effective September 1, 1968, has been established by the Company. It is intended 
to amortize the past service liability of approximately $632,000 under the Plan over a period not exceeding 23 years. 


NOTE 6 — CAPITAL EXPENDITURE PROGRAMME 


The Company’s forecast of capital expenditures in the succeeding twelve month period amounts to approximately 
$4,800,000. 


$4,769 


$3,766 | 
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1966 1967 1968* 


“To July 10, 1968 1964 1965 


Our plant i is growing: 


All details on expansion have ban, dora len: and - 2. 
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MELCHERS BOTTLING PLANT AND OFFICES 


a new bottling plant, a new ad-_ 
ow and a new bulls for the 
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Jam Welehers 


Melchers 2 - 
VERY MILD Mutiny against monotony. Make some new 
friends, have a get-acquainted open house. 
And serve Melchers Very Mild Canadian Whisky. 


Canadian Wiis by 


JOIN THE COAST-TO-COAST SWING TO MELCHERS FINE LIQUORS. = 


La publicité de Melchers prend un visage nouveau et enthousiasmant: 
des annonces de revues pleine page, quatre couleurs et des annonces de 
journaux de 300 lignes paraitront en Ontario et en Colombie Britannique, 
deux provinces ou Melchers posséde le plus grand potentiel. Une publi- 
cité francaise pour le Québec est en préparation et servira a lancer le 
nouveau gin appelé Melchers Dry Gin. Une puissante campagne de pu- 
bliciteé annonce les gins Melchers Geneva, Croix d'Or, Zee et le Gros 
Gin Marchand. 


bi 
Smooth, mellow, light, priced right... made in 
Canada by Melchers Distilleries Limited. Ga 

Ea 


Publicité 
nationale. 


National 
Advertising. 


for you? 


(in FETEEN Words © 1 J 


WHEN YOU BUY MELCHER | 


VERY MILD CANADIAN WHISKY | home tonight 


Melchers advertising takes on a new and exciting look with full page, 
four colour advertisements and 300 line newspaper ads in Ontario and 
British Columbia, where Melchers highest potential exists. French ad- 
vertising in Québec is in preparation and will be used for launching the 
new Melchers Dry Gin. Melchers Geneva Gins, Croix d'Or, Zee and Gros 
Gin Marchand are currently supported by a strong advertising campaign. 
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